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Abstract 
The 1997 financial crisis has affected the banking industry in Indonesia resulting in the industry 
to change its focus towards retail banking sector. While this is a good move to help spur banks 
profitability and growth, data from certain banks suggest that Indonesian banks have to also focus on 
customer relationship quality (CRQ) issues. In this article, the authors further conceptualise and modify a 
2011 CRQ model by Syafrizal, Abdul Wahid and Ismail (or SAWI model). We propose to add 
cooperation, shared value and expertise dimension to the Relational Selling Behaviour (RSB) variable of 
the SAWI model that we feel would be best suited bank s needs in handling customer relationship quality 
issues.   
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1. Introduction 
The 1997 world s financial crisis has led the Central Bank of Republic Indonesia (CBRI) to 
instruct for bank merger and acquisition exercises to take place. This is as a way to improve and 
strengthen their capital. The exercises saw an array of acquisition of domestic private banks by 
international banks. This include Nv Nederlansch Indische Spaar En Deposito Bank (NISP) by Overseas 
Chinese Banking Corporation (OCBC), Buana Bank by United Overseas Bank (UOB) in 2004. This is 
later followed by the acquisition of Bank Niaga by CIMB and Bank Internasional Indonesia (BII) by 
Maybank in 2008. The merger exercise resulted in Bank Mandiri to be formed from mergers of four 
banks i.e. Bank Pembangunan Indonesia, Bank Export Import, Bank Dagang Negara and Bank Bumi 
Daya in 1998.  The acquisitions and merger exercises throughout the years have not only strengthened the 
presence of international banks but also fueled new competition rivalry in Indonesian Banking Industry.  
In 2004, CBRI introduced Indonesian Banking Architecture (IBA) for 2014 2020 period. This 
is the road map visions for the banking industry. In IBA (2004), it is planned for 2 to 3 banks to be 
international players (capitals 50 trillion rupiah), 3-5 national banks to have large business coverage 
(capitals 10-50 trillion rupiah), 30-50 national banks to focus on particular segments (capitals 100 billion-
10 trillion rupiah), while the rest to remain as community banks (capitals < 100 billion rupiah). Bank 
Mandiri, Bank Rakyat Indonesia (BRI) and Bank Central Asia (BCA) have been identified by IBA as the 
potential international players. This is based on the banks equity in 2010 which equals to 41.543 trillion 
rupiah, 36.673 trillion rupiah and 34.108 trillion rupiah respectively. In addition to each bank s capital 
size (Bank Indonesia 2004), Bank Mandiri, a state-owned bank and currently ranked first in the country is 
most potential to achieve the international player status by 2014. As the top commercial bank among 
private commercial banks and ranks third currently, BCA also is very much anticipated to reach similar 
status.   
Table 1. Fee Based Income from Retail Segment for Bank Mandiri and Bank BCA (2001-2010)  
Bank BCA Bank Mandiri 
Year 
Fee Based 
Income 
(FBI) 
Operating 
Income 
(OI) 
Net 
Interest 
Income 
(NII) 
FBI/
OI 
Fee Based 
Income 
(FBI) 
Operating 
Income 
(OI) 
Net 
Interest 
Income 
(NII) 
FBI/
OI 
2001 736,116 6,178,915 5,124,998 0.119 475,180 8,565,000 7,109,000 0.055 
2002 843,718 6,648,122 5,463,954 0.127 803,632 10,495,000 6,862,000 0.077 
2003 989,628 6,771,371 5,337,098 0.146 924,000 11,753,000 8,007,000 0.079 
2004 1,227,348 8,331,084 6,585,394 0.147 1,360,000 13,581,000 9,466,000 0.100 
2005 1,486,000 9,835,146 7,652,605 0.151 1,577,000 11,444,000 8,955,000 0.138 
2006 1,633,000 11,708,202 9,483,124 0.139 1,755,000 13,078,000 10,345,000 0.134 
2007 1,976,000 12,425,000 9,579,000 0.159 2,448,000 16,163,000 12,786,000 0.151 
2008 2,539,000 16,219,000 12,356,000 0.157 3,423,000 19,885,000 15,285,000 0.172 
2009 2,781,000 19,383,875 14,899,725 0.143 4,311,000 22,440,000 16,777,000 0.192 
2010 3,999,000 20,296,328 12,936,828 0.197 5,102,000 28,768,000 19,519,000 0.177 
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Source: Bank Indonesia: Data Perbankan Indonesia 2001-2010 
2. Retail Banking  
Indonesia s suffering from the 1997 financial crisis resulted in slow economic recovery. The 
impact can be seen from the fluctuation of the credit market s growth; in particular the corporate segment. 
Banks found it difficult to expand the credit business. Bank Mandiri and BCA were also implicated 
whereby when the market share of credit decreased, it impacted on the net interest income of the banks 
total operating income (see Table 1, column 3 and 4 for each bank). This led the banks to change focus 
toward retail banking segment. This is so as it is considered a potential contributor to bank s profitability 
and growth. In general, retail banking contributes towards bank s profitability through interest income 
from credits given to consumers and SMEs, and bank fees. Although credit growth fluctuated during the 
2001-2010 period, data shown on the share of credits growth from total credit channeled by the 
Indonesian banks for the consumer segment has increased quite steadily. This makes it the most potential 
contributor towards bank s growth and profitability (refer Table 2).  
Table 2. Credit Channeled by Banking Industry in Indonesia (2001-2010) 
Year 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 
Credit 
(Banking 
Industry)* 
316.0
59 
371.05
8 
440.50
5 
559.4
7 
695.64
8 
792.2
97 
1,002.
01 
1,307.
69 
1,437.
93 
1,765.8
4 
Growth of 
Credit for 
Banking 
Industry 
- 0.17 0.19 0.27 0.24 0.14 0.26 0.31 0.10 0.23 
Consumer 
Credit* 
58.59
8 79.987 
111.21
6 
151.0
81 
206.69
1 
226.3
39 
282.5
53 
367.1
17 
436.9
89 
537.11
8 
Share of 
Consumer  
Credit 
0.19 0.22 0.25 0.27 0.30 0.29 0.28 0.28 0.30 0.30 
Growth of 
Consumer  
Credit 
- 0.37 0.39 0.36 0.37 0.10 0.25 0.30 0.19 0.23 
*In million rupiah 
Source: Bank Indonesia: Data Perbankan Indonesia 2001-2010 
3. The importance of Customer Relationship Quality (CRQ) in Retail Banking  
It is not adequate to acknowledge the importance of consumer segment in retail banking as a 
profitable source of income for banks when the issue on bank s relationship with their customers is 
neglected. As IBA visualized for Indonesian banks to be international players beginning from 2014, 
banks must realize that it is not sufficient for them to concentrate only on having strong capitals. It is 
critical to understand that CRQ may result in them achieving a strong customer loyalty base. With 109 
banks to-date (Bank Indonesia 2010), banks need to compete intensively to earn customer loyalty. In this 
article, we will show the need for banks to act on their CRQ issues as we use data from Bank Mandiri and 
BCA (two top banks in Indonesia) to help strengthen our argument.  
Previous findings have identified reasons for customer dissatisfaction (disloyalty) and post-
actions of this dissatisfaction. Goodman (1999) noted USA customers complaint behavior to company s 
front-liners findings by Technical Assistance Research Program (TARP) during 1970s-1990s. During 
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this period 5%-30% of the complaints were related to service quality and poor problem solving; while 
20% due to inappropriate employee actions. It is also found out in the study that others were linked to 
products and/or customer s own mistakes.  TARP (1981) suggested the high likeliness for the dissatisfied, 
existing customers to switch to other competitors, or to spread negative word of mouth (WOM) to 9-10 
people. As Lovelock and Wirtz (2011) stated, dissatisfied customers will resort to either one of these 
three actions; i.e. i) public action (make complaint), ii) private action (defect/switch, negative WOM), or 
iii) no action (suffer in silence). Richins (1983) argued that dissatisfied customers have tendency to tell 
negative word of mouth. These will lead to financial loss - as poor customer service resulted in banks 
losing their deposit customers (McKinney, 2000). In sum, these findings indicate the need for prompt 
action by the organization to take corrective actions to any service failures or risk losing their customers 
or their deposits.  
4. Customer Relationship Quality in Indonesian Banks  A Problem?  
In Indonesia, Yoga (2011) noted about 278 customer complaints were received by CBRI in 2010 
which then increased significantly to 510 in 2011 (83.4% increase in a year). Yayasan Lembaga 
Konsumen Indonesia (YLKI), an NGO responsible for handling consumers issues in Indonesia received 
509 complaints in 2011; of which 96 (18.8%) of them were related to dissatisfaction on financial services 
issues. Roy Morgan Research (2008) further reported a very disturbing finding on Bank Mandiri as many 
of its customers intended to switch to other bank providers from 228,000 (June 2007) to 438,000 
customers (September 2008) (or equivalent to 92% increase in a year). 
Table 3. Third Party Fund, Deposit Account and Share of Deposit per Account of Bank BCA and 
Bank Mandiri (2005-2010) 
Bank BCA  Bank Mandiri  
Year  
Third 
Party 
Fund 
Banking 
Industry  
Third 
Party 
Fund (in 
million 
Rp) 
Deposit 
Account 
(in million 
account)  
Share of 
Deposit 
per 
Account 
(Rp) 
Third 
Party 
Fund (in 
million 
Rp) 
Deposit 
Account 
(in 
million 
account) 
Share of 
Deposit per 
Account 
(Rp) 
2005 1,127,937
,000 
129,556,0
00 6.611 
19,597,03
5 
198,893,0
00 5.426 36,656,730 
2006 1,287,102
,000 
152,737,0
00 6.825 
22,379,04
8 
197,438,0
00 6.068 32,539,038 
2007 1,510,834
,000 
189,178,0
00 7.341 
25,770,05
9 
235,802,0
00 7.608 30,992,186 
2008 1,753,292
,000 
209,535,0
00 7.954 
26,343,34
9 
273,566,0
00 8.832 30,975,088 
2009 1,950,712
,000 
245,100,0
00 8.574 
28,586,42
4 
299,722,0
00 10.104 29,663,231 
2010 2,438,011
,000 
277,500,0
00 9.292 
29,864,39
9 
332,728,0
00 10.99 30,276,242 
Sources: Annual Report of Bank BCA from 2006-2010; Annual Report of Bank Mandiri from 2006-2010. 
Customer relationship (quality) success is determined more by the share of customer rather than 
the market share obtained by an organization (Pepper and Rogers, 1995). Using this view, data in Table 3 
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show that in the case of Bank Mandiri, its share of deposit per customer has plummeted by a total of 6.38 
million rupiah (from 36.66 million rupiah (2005) to 30.28 million rupiah (2010)). This contradicts its 
close rival BCA that recorded an increase of 10.26 million rupiah (from 19.60 million rupiah (2005) to 
29.86 million rupiah (2010)). The data indicate that Bank Mandiri has a real CRQ issue and need to 
urgently resolve them. In doing so, Bank Mandiri may want to analyze BCA s treatment of its customers 
that have led to the increase on its share of customer deposits. It is observed that over the years, BCA has 
been aggressively promoting its name/brand as a way to win new customers while keeping the existing 
ones loyal. In a very popular entertainment program it sponsored called Mountain Jazz that started in 
2009, BCA depositors found them to be personally invited to attend the live jazz series free of charge. 
In addition, BCA depositors have the opportunity to win lucrative prizes as the bank make random 
selections of depositors in Gebyar BCA , a live TV program series shown every two weeks for over 
eight months of a year. While the depositors waited in suspense to hear whether they win or not, the bank 
uses the time to educate their customers on BCA products.  These strategic promotions seem to succeed 
very well as we can see that the bank is now able to both retain its existing customers and acquires new 
depositors. It is also observed that while Bank Mandiri also has similar program to Gebyar BCA , 
however it is not a live telecast.   
From the data and discussion, in sum, we can safely assume that CRQ is an issue in Indonesian 
banks. The customer complaints, their switching intention and the plummeting share of customer are clear 
examples suggesting the existence of CRQ issues. It is thus pertinent for banks to take immediate 
corrective actions to solve the issues or risk losing their customers to competitors. However, banks should 
keep the good strategies that have helped them earn their customer s loyalty. Depending on how banks 
strategize themselves and treat their customers, the impact(s) can be either positive or negative in nature. 
5. What next? CRQ Model to implement   
Previous discussion has pointed out the importance for banks to tackle CRQ issue(s) and on 
suggestions of actions they should take up. In this section, we want to introduce banks to a modified CRQ 
model for retail banking (Figure 1) from the one suggested by Syafrizal, Abdul Wahid and Ismail (2011) 
(or SAWI model) that banks can implement in managing their CRQ issues.  The SAWI (2011) model 
displays 2 antecedents (i.e. relational selling behaviour (RSB) and positive emotional display (PED)) and 
2 CRQ outcomes (future interaction, positive WOM).  The importance of PED (made up of positive 
emotional expression, and authenticity of emotional display) is due to its dealing with bank customer s 
evaluation on service interaction they experienced whereas RSB s importance is due to its ability in 
reducing complexity, risk and uncertainty within the service interaction (Crossby, Evans and Cowles, 
1990) and thus is key to long term relationship with bank customers. In this model, RSB is made up of 3 
dimensions, i.e. mutual disclosure (this refers to intention to reveal personal or business information 
between the interacted parties), communication (this refers to intensity of interaction amongst the parties) 
and customer orientation (this refers to ability, effort and intention of bank s employee to help customers 
to satisfy their needs). The two antecedents i.e. PED and RSB that made up CRQ will trigger bank s 
consumer actions; in this case future interaction and positive WOM.   
While we concur with SAWI (2011) model, we feel that RSB should have more than 3 
dimensions suggested to make it complete. Mutual disclosure (intention to reveal personal or business 
information between the interacted parties), communication (intensity of interaction amongst the parties) 
and customer orientation (ability, effort and intention of bank s employee to help customers to satisfy 
their needs) should include another 3 more dimensions i.e. cooperation, expertise and shared 
value/similarity. Cooperation is important as it deals with the ability of bank s employee in fulfilling their 
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customer s need with customized services. Wong s (2004) finding that cooperation between agent and 
client in insurance business will allow the agent to design customized insurance package that can lead to 
increased customer satisfaction provides the support for the inclusion of this variable in the CRQ model. 
Juan and Kai s (2009) conclusion that employees with high service experience are pertinent in reducing 
service defect and helped to increase customer satisfaction becomes the basis for the inclusion of 
expertise in the modified model as it can reduce customer s perceived uncertainty and vulnerability in the 
service that they consume. As for shared value, we assume that the degree of similarity in values shared 
between employees and customers (e.g. same opinion and interest) can lead to an increase of customer s 
identification with the bank employee that is serving them in-line with Lewicki et al s (1998) suggestion 
that the extent to which both parties identify each other s value is the determinant for the high trust 
relationship amongst them.                 
Note: the shaded box consists of the proposed three additional dimensions for RSB  
Figure 1. A Modified CRQ Model for Retail Banking (or SAWI (2012)). 
6. Conclusion 
Several conclusions made from the discussions are: One, retail banking is an important 
contributor to Indonesian banks profitability and growth; Two, provided data (e.g. customer complaint, 
customer intention to switch, decrease share of deposit per customer) suggest existence of CRQ issues in 
Indonesian banks that need to be acted upon to avoid lost of customers and endangering profitability and 
growth; and Lastly, banks can implement the modified CRQ/SAWI model to help solve the issues. The 
implication of the proposed CRQ/SAWI model for bank customers lies mainly in experiencing excellent 
bank service delivery at all times (through RSB i.e. mutual disclosure, communication, customer 
orientation, cooperation, shared value, and expertise; and PED i.e. positive emotional expression and 
authenticity of emotional display) whereas for retail banks; when they manage to satisfy customers 
needs, they will enjoy the CRQ benefits like positive WOM, customer s tolerance to core service failure 
as well as to failure in service recovery action that will decrease complaints and dissatisfaction. With 
these in place, the government s vision to see Indonesian banks as international players in 2020 can be a 
reality.    
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